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OVERVIEW

SBA EMERGENCY LOANS

The Coronavirus Aid, Relief, and Economic Security (CARES) Act, signed into law on March 2\,
2020, allocates $\$9 billion to help small businesses keep workers employed amid the current
circumstances they are encountering. The CARES Act provides funding for the Paycheck Protection
Program, modifies the existing Emergency Injury Disaster Loan (EIDL) program and provides
immediate loan paymentrelief for current SBA\(a) borrowers. The following is an overview of the
key components of and eligibility requirements of these programs:

= 7(a) Loan Payment Relief

SBA will pay the principal, interest, and any associated fees owed on \(a) loans as follows:

- Existing borrower not on deferment: six months beginning with the next payment due on the
loan;

- Existing borrower on deferment: six months of payments beginning with the next payment due
on the loan after the deferment period; and

» New borrower: six months of payments beginning with the first payment due on the loan,
but only for new loans made within the first six months starting from the date of enactment.

= Economic Injury Disaster Loan (EIDL)

< Eligibility: Businesses with JOO employees or fewer.

- Up to $2 million can be provided to help meet financial obligations and operating expenses that
could have been met if the disaster did not occur.

< Loans can be made based solely on credit scores.
« The interest rate on EIDLs will be \.\]%b interest rate for small businesses.

« The first twelve payments will be deferred and not become due until one year after the original
disbursement. Interest does accrue during this time.

» The term of these loans will be up to \O years.
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= Economic Injury Disaster Loan (EIDL) Advance

- For those that apply for the Economic Injury Disaster Loan (EIDL), an advance of up to $10,000
will be provided to small businesses within several days of applying for the loan.

« The advance does not need to be repaid, even if the grantee is subsequently denied an EIDL.

« Funds can be used to provide paid sick leave to employees, maintain payroll, meet increased
production costs due to supply chain disruptions, or pay business obligations, including debts,
rent and mortgage payments.

< Eligibility: Advances are available to small businesses, sole proprietors, independent contractors,
tribal businesses, as well as cooperatives and employee-owned businesses in operation on
January 31, 2020.

= Small Business “Paycheck Protection Program” (PPP)

A new $349 billion lending program under the existing SBA 7(a) program. The SBA guarantee
of PPP loans will be 100% through the end of 2020. PPP loan payments will be deferred

for a minimum of six and up to 12 months. Loans will be administered through local and
regional banks; any federally regulated bank may become an SBA lender for this purpose. The

Department of the Treasury will issue regulations for these loans quickly.

- The interest rate will not exceed 4%. Rate is currently fixed at 0.5%.

« Eligibility:
« Small businesses as defined by SBA size standards, generally up to 500 employees, but up to
1,500 employees depending on the sector as certain sectors are based on revenue.
« Sole proprietors, the self-employed, and independent contractors.

* Regulatory Streamlining:
e SBA’s standard "no credit elsewhere* test is waived.
« No personal guarantee or collateral required.
< No additional fees will be applied to these loans.

- Size of loans: Up to $10 million. Loan amount is based on recent payroll costs, compensation
paid to individuals, including the self-employed. Compensation in excess of $100,000 a year to
any individual is excluded.

¢ Requirements: The business must certify the loan will be used to retain workers, maintain
payroll, make mortgage or lease payments, and pay utilities.

« Loans may be forgiven, up to an amount equaling eligible payroll, mortgage interest, rent and
utility cost, incurred during the 8 week period starting from loan origination. Compensation in
excess of $100,000 a year to any individual will not qualify for forgiveness.

» Loan forgiveness is reduced by layoffs or pay reductions in excess of 25%.
» Loan forgiveness is not treated as taxable income.
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Comparison

OVERVIEW EIDL EIDL ADVANCE PPP

Lender SBA SBA SBA7(a)Approved

2.5xaverage monthly payroll costs capped
Maximum Loan Amount $2MM Advance Of up to $10,000 at $100K per employee, maximum Of
$10M M per borrOwer

Application Deadline  December 31,2020 December 31,2020 June 30,2020

500 or fewer employees
Role proprietorship (with
orwithout employees or as
Independent contractors)
Eﬁ%?fféi‘ive of SODorfewer g, sinesses in NAICS 72 with <500
EOOP (SOD orfewer employees) employees per individual location.
- Tribal small business concern
(SDO or fewer employees)

Businesses with <500 employees
Businesses that meet the

Bl L DBA size standards

e .
\en \en - Interest On mortgage payments
Utilities LIl (Principal or prepayments excluded)
u PP ds* Interest on debt occurred Interest on debt occurred \ Rentp prepay
5e of Froceeds - Accounts payable - Accounts payable .
A . - Utilities
12ome bills that could have 12ome bills that could have - Interest On anv debt incurred orior to
been paid had the disaster been paid had the disaster nat Feb. 15. 2020 y P
not occurred occurred e
Collateral No collateral for loan )
amounts up to $25,000 i e
No personal guarantee
Personal Guarantee forloanamounts upto N/A Waived
$ 200,000
Affiliation | Applicable | Waived | Applicable
No Credit Elsewhere Waived Waived | Waived

Yes, up to 100%. Forgiveness of
indebtedness of an amount equal tothe
sum of the qualified casts incurred and
payments made during the covered period
(8-week period following loan origination).
Forgiveness portion may be reduced by

a reduction in retained employees or
reduction in pay of retained employees.

Forgivable No Yes

Up to 4% far non-forgiven portion
Currently fixed at 0.5%

Up to 10 years for non-forgiven portion
Currently 2 years

Interest | 3.75% | N/A

Term | Up to 30 Years N/A

Prepayment Penalty None N/A None



» Review your options as listed in this
document.

e Contact SCSBDC to speak with a
business consultant.

There are 21 offices in South Carolina, serving
every county. During this time,
consultants are available via phone,
email or video-conference only.

e Your business consultant will be able
to answer any questions you may
have.

e He/she will be available to assist you
as you navigate the application
process.

SC State SBDC

www.scsbdc.com

Jim Johnson, Region Director
803-378-5981
jjohns47@scsu.edu

Pamela Free, Business Consultant
pfree@scsu.edu

Gary Robinson, Business Consultant
grobins3@scsu.edu
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